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Employee may n o t  b e  r e i m b u r s e d  f o r  a 
l o a n  a s s u m p t i o n  f e e  p a i d  to  f i n a n c e  t h e  
p u r c h a s e  of a r e s i d e n c e  a t  h i s  new d u t y  
s t a t i o n .  T h i s  f e e  is a f i n a n c e  c h a r g e  
w i t h i n  t h e  meaning  o f  R e g u l a t i o n  2, 
12 C.F.R. 2 2 6 . 4 ( 2 ) ,  and t h e r e f o r e  is n o t  
a r e i m b u r s a b l e  r e a l  e s t a t e  e x p e n s e  u n d e r  
para. 2-6.2d o f  t h e  FTR. 

of 
Flo 

M r .  J o s e p h  Ra lph  Hogan, an  employee  o f  t h e  D e p a r t m e n t  
Housing and  Urban Development ,  t r a n s f e r r e d  f rom Tampa, 
Nrida, t o  J a c k s o n v i l l e ,  F l o r i d a ,  where  h e  p u r c h a s e d  a 

r e s i d e n c e  on  Augus t  2 2 ,  1980. A s  p a r t  of t h e  s e t t l e m e n t  
costs, h e  p a i d  a l o a n  a s s u m p t i o n  fee of $419.76 ,  and  h e  
claims r e i m b u r s e m e n t  o f  t h i s  amount .  

Both  t h e  e m p l o y i n g  a g e n c y  and  o u r  C l a i m s  Group d i s -  
a l l o w e d  r e i m b u r s e m e n t  b e c a u s e  t h e  l o a n  a s s u m p t i o n  fee  was a 
f i n a n c e  c h a r g e  u n d e r  R e g u l a t i o n  2, 12 C . F . R .  2 2 6 . 4 ( a )  
( 1 9 8 0 ) ,  and t h e r e f o r e  n o t  r e i m b u r s a b l e  u n d e r  p a r a g r a p h  
2-6.2d of t h e  F e d e r a l  T r a v e l  R e g u l a t i o n s  (FTR)  (FPMR 101-7) 
(May 1 9 7 3 ) .  We a g r e e  and s u s t a i n  t h e  C l a i m s  Group's  d i s a l -  
l owance  (2-2831314,  Augus t  31 ,  1 9 8 2 ) .  

To f i n a n c e  t h e  p u r c h a s e  o f  t h e  home, M r .  Hogan assumed 
t h e  s e l l e r ' s  o b l i g a t i o n  t o  make m o n t h l y  payments  on  t h e  
m o r t g a g e  l o a n  b a l a n c e  o f  $41 ,942 .40 .  The l o a n  a s s u m p t i o n  
fee o f  $419.76 was a cost  imposed by t h e  m o r t g a g e  l e n d e r  t o  
t r a n s f e r  t h e  l o a n  o b l i g a t i o n  t o  M r .  Hogan. H e  b e l i e v e s  t h a t  
t h e  l o a n  a s s u m p t i o n  f e e  s h o u l d  be r e i m b u r s e d  s i n c e  i t  w a s  a 
m a n d a t o r y  cost o f  purchase t h a t  was r e a s o n a b l e  i n  amount a s  
compared t o  t h e  cos t  of p a y i n g  o f f  t h e  l o a n  and  o b t a i n i n g  
new f i n a n c i n g .  I n  t h i s  r e g a r d  h e  s t a t e s  t h a t  t h e  s e l l e r ' s  
m o r t g a g e  i n s t r u m e n t  p r o v i d e d  f o r  a $ 1 , 3 2 5  p repaymen t  pen- 
a l t y  t h a t  would h a v e  b e e n  d u e  i f  t h e  l o a n  had  b e e n  p a i d  off 
and h e  p o i n t s  o u t  t h a t  c o n s i d e r a b l y  h i g h e r  c l o s i n g  cos ts  
would h a v e  b e e n  i n c u r r e d  i f  h e  had  o b t a i n e d  a new l o a n .  
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I n  terms o f  o v e r a l l  costs  w e  c a n  a p p r e c i a t e  t h e  reason- 
a b l e n e s s  o f  M r .  Hogan ' s  d e c i s i o n  t o  assume t h e  e x i s t i n g  l o a n  
on  t h e  r e s i d e n c e  h e  p u r c h a s e d  a t  h i s  new d u t y  s t a t i o n .  We 
a l s o  r e c o g n i z e  t h a t  t h e  Government may have  r e a l i z e d  a sav- 
i n g s  as  t h e  r e s u l t  o f  h i s  actions,  though  M r .  Hogan a p p e a r s  
t o  be m i s t a k e n  a s  t o  t h e  e x t e n t  o f  those s a v i n g s .  Because 
any mor tgage  prepayment  p e n a l t y  is t h e  o b l i g a t i o n  o f  t h e  
se l ler  r a t h e r  t h a n  t h e  p u r c h a s e r ,  FTR para. 2-6.2d o n l y  
a u t h o r i z e s  r e imbursemen t  o f  such  e x p e n s e  i n  c o n n e c t i o n  w i t h  
t h e  s a l e  o f  t h e  e m p l o y e e ' s  r e s i d e n c e  a t  h i s  o l d  d u t y  
s t a t i o n .  Moreover ,  t h e  r e g u l a t o r y  p r o h i b i t i o n  a g a i n s t  reim- 
bur semen t  of f i n a n c e  c h a r g e s  a p p l i e s  t o  c h a r g e s  i n c u r r e d  i n  
c o n n e c t i o n  w i t h  new l o a n s  a s  w e l l  a s  t h o s e  assumed u n d e r  t h e  
terms o f  a n  e x i s t i n g  mor tgage .  N e v e r t h e l e s s ,  any  s a v i n g s  
M r .  Hogan may have  e f f e c t e d  do  n o t  w a r r a n t  r e imbursemen t  o f  
a n  e x p e n s e  otherwise d i s a l l o w e d  by t h e  r e g u l a t i o n s .  

Reimbursement  o f  F e d e r a l  e m p l o y e e ' s  r e l o c a t i o n  e x p e n s e s  
is governed  by c h a p t e r  2 o f  t h e  F e d e r a l  T r a v e l  R e g u l a t i o n s .  
P a r t  6 o f  c h a p t e r  2 c o v e r s  r e s i d e n c e  t r a n s a c t i o n s .  FTR 
para.  2-6.2d s p e c i f i c a l l y  p r e c l u d e s  r e imbursemen t  of any  
f e e ,  cos t ,  c h a r g e ,  or e x p e n s e  w h i c h  is d e t e r m i n e d  t o  be a 
f i n a n c e  c h a r g e  u n d e r  T i t l e  I of t h e  Tru th- in-Lending  A c t ,  
P u b l i c  Law 90-321, and R e g u l a t i o n  Z, 12 C.F.R. 226.4,  i s s u e d  
p u r s u a n t  thereto.  Costs d i r e c t l y  imposed by t h e  l e n d e r  on 
t h e  b o r r o w e r ,  i n c l u d i n g  t h o s e  t o  meet t h e  l e n d e r ' s  o v e r h e a d  
e x p e n s e s ,  a r e  f i n a n c e  c h a r g e s .  Matter o f  Ro th ,  B-194203, 
May 7 ,  1979; Matter o f  Vrana ,  B-189639, March 24 ,  1978;  
Matter o f  C u r t i s ,  B-186312, Apr i l  1 1 ,  1977. W e  have  
r e p e a t e d l y  h e l d  t h a t  a l o a n  a s s u m p t i o n  f e e  is a f i n a n c e  
c h a r g e .  S e e  e .g . ,  Matter o f  Murphy, B-203634, November.24, 
1981,  and Matter o f  Connors ,  B-197544, J u l y  1 0 ,  1980. 

C e r t a i n  items i n  c o n n e c t i o n  w i t h  t h e  f i n a n c i n g  of r ea l  
e s t a t e  a re  s p e c i f i c a l l y  e x c l u d e d  from f i n a n c e  c h a r g e s  u n d e r  
R e g u l a t i o n  Z t o  t h e  e x t e n t  t h e y  a r e  bona f i d e ,  r e a s o n a b l e  i n  
amount,  and n o t  f o r  t h e  p u r p o s e  o f  c i r c u m v e n t i n g  t h e  r e g u l a -  
t i o n .  For  example ,  f e e s  f o r  p r e p a r a t i o n  o f  d e e d s ,  s e t t l e -  
ment s t a t e m e n t s ,  or o the r  documents  a r e  e x c l u d e d ,  a s  a re  
n o t a r y  f e e s ,  a p p r a i s a l  fees ,  and c r e d i t  reports. I f  any  
s u c h  items a re  i n c l u d e d  i n  a l o a n  a s s u m p t i o n  f e e ,  t h e y  may 
be r e i m b u r s e d  i f  c u s t o m a r i l y  p a i d  by p u r c h a s e r s  i n  t h e  loca l  
area and  p r o v i d e d  t h e y  do n o t  exceed t h e  cus tomary  amount.  
However, t h e  c l a i m a n t  m u s t  s u b m i t  e v i d e n c e  o f  t h e  s p e c i f i c  
amount of t h e  l o a n  a s s u m p t i o n  f e e  c h a r g e a b l e  to any  
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reimbursable item. Matter of Roth and Matter of Vrana, 
supra. 
entire claim must be disallowed. 

Since Mr. Hogan has not submitted such evidence the 

of the United States 
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